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Welcome speech
The Global Management Conference (GM Conference) was established
two years ago by CISRO Institute of Management as a forum dedicated
to fostering and promoting global management studies for sustainable
economic development. The GM conference, under the leadership of a
program committee consisting of international scholars and practition-
ers, has become one of the respected forums for exchanges between aca-
demics and professionals. The conference aims:
• To promote research pertaining to global management issues across
the full spectrum of organizations;
• To encourage integration and exchange of knowledge among aca-
demics and professionals worldwide;
• To develop frameworks for a better understanding of the dynam-
ics of globalization in the process of sharing knowledge and tech-
nologies aimed at sustainable development.
The GM conference continues to evolve into a leading global confer-
ence since its launch, thanks to the immense support provided by many
dedicated individuals and institutions. The objectives and far-reaching
visions of the GM conference have generated interest and excitement
among academics and practitioners around the world.
The GM conference is indebted to all those responsible for this
year's program, particularly those who served as reviewers and track
chairs. Among members of the organizing committee, those represent-
ing Gunadarma University are acknowledged for the excellent work co-
ordinating arrangements for the conference venue, collaborating with
our Indonesian partners, and assuring a memorable conference experi-
ence for participants. Special thanks are extended to Dr. Maurice Grzeda,
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from Laurentian University, Sebastien Azondekon from University of Quebec
in Outaouais (UQO), Dr. Komlan Zedzro from University of Quebec in
Montreal (UQAM), Dr. Suzy Suhenda, Dr. Hotniar Siringoringo and Dr.
Sarifudding Madenda from Gunadarma University. Thanks also to the
GM conference officers and Board of Directors.
Our appreciation also extends to the authors of papers presented
in the conference. The quality of papers submitted attests to the growing
reputation of the GM conference.
We would like to extend our personal thanks to Prof. Dr. ES. Mar-
gianti, Rector of Gun ad arm a University for her support. Special acknowl-
edgement and thanks to our esteemed sponsors AAMAI (the Indone-
sian Insurance Institute), as well as our sponsors PT Asuransi Iiwasraya
(Persero), AJB Bumiputera 1912, PT. Asuransi Bangun Askrida, PT. Jam-
sostek (Persero) as the major contributor for making this event possible.
Prof. Dr. Tov Assogbavi
GM Conference Chair
Foreword
First of all, on behalf ot Gunadarma University, I would like to welcome
to all participants of the Second Annual Conference on Global Manage-
mentin Discovery Kartika Hotel, Kuta- Bali, from 27th of April 2010 until
1st of May 2010. It is an honor to me as a rector of Gun ad arm a University
to host a big event such as Global Management Conference (GMC), here
in the island of paradise, Bali Indonesia. Having the success of first GMC
in Rio de Janeiro Brazil in 2009, Gunadarma University delighted to take
part in organizing this conference.
As the biggest Information Technology based university in Indone-
sia, Gunadarma University always attempts to have a golden opportu-
nity in taking parts of increasing the abilities and competition of Indone-
sia. After passing a quite long journey of history, currently Gunadarma
University has been existing in Indonesia for more than a quarter of cen-
tury' which has no less than 25,000 students as well as has graduated
more than 50,000 students. Gunadarma University has succeeded in
achieving the pinnacle of its career by having a good reputation as a
prominent university in Indonesia as well as globally.
This conference is a collaborative effort between CISRO - School of
Business, Canada and Gunadarma University. However, this conference
is only possible through many supports from various partners. One of
the biggest support is AAMAI, the Indonesian Insurance Institute, which
also plays a big role also as the co-host in the workshop during the con-
ference.
The main theme of this conference is Globalization, Sustainability,
and Development. During the conference various globalization prob-
lems will be investigated by the involvement of researchers over the globe
who are in the developing countries. These researchers eventually act
as a bridge of the dominance of thought of researchers in developed
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countries. It is also a provision of platform in exchanging management
thoughts in this new era of globalization.
The main topic is determined due to the current social economy
condition from the whole world which continuously keeps the pressure
on the global condition which becomes the essential needs from the
whole world's components. In the different sight, the continuity and de-
velopment of a particular social economy must always be maintained in
order to hold up the value of a particular country. Hence, globalization
will not make the small countries as victims of globalization.
In order to reach up the program, a workshop with a special focus is
also held. This workshop is a cooperation between Gunadarma Univer-
sity and AAMAI, association of the insurance sector in Indonesia. During
this workshop, wide range of topics which are crucial and important in
the development of knowledge in the side of insurance will be described
and explored.
Furthermore, this conference can also be utilized as a platform to
establish many forms of cooperation internationally. Paralleled with AA-
MAl event (the biggest and main insurance organization in Indonesia),
the Second GMC is more interesting and lively. With this exciting pro-
gram, the conference attracted more than 150 participants who are aca-
demician and professional in management. They come from different
countries such as Canada, USA, Australia, India, Bangladesh, Mauritius,
UK, Pakistan, Portugal, Sweden, Turkey, Hungary, Republic of Georgia,
Malaysia and Indonesia.
As the medium for knowledge sharing, a proceedings and one pa-
per collection are published and distributed. In these publications, all
valuable articles which are presented on the conference can be found.
The articles cover a broad spectrum of topics of global management.
The articles provide an overview of critical research issues reflecting on
past achievements and future challenges. Moreover, the paper collec-
tion of the insurance topic in Indonesia is also a big contribution of this
conference.
In this occasion, let me give special thank to Prof. Dr. Tov Assog-
bavi as a Director of the CISRO Institute of Management who initiates
the GMC. Your entrust to us to host this special event is an honor. I also
like to express my gratitude to all organizing team including program
chairs, session chairs, reviewers, and local committee, for their commit-
ment' effort and dedication in undertaking their own task to bring the
success of this conference.
vI would like also to thanks to our keynote speakers, Mr. Isa Rach-
matarwata, M.Math., FSAI, The Director of Insurance and Financial In-
stitution, Ministry of Finance of the Republic of Indonesia, and also to
our distinguished speakers Prof. Dr. Sebastian Azondekon (Canada),
Campbell O. Webb Ph.D (USA), Semih Bilgin MBA(Turkey), Drs. Hen-
drisman Rahim, MA, FSAI, AAII, QIP. CPI and Adiwarman Azwar Karim.
In addition to the efforts of all those people, the success of the
conference was due to the financial support from Gunadarma Univer-
sity Indonesia and AAMAI (the Indonesian Insurance Institute), as well
as our sponsors PT Asuransi Iiwasraya (Persero), AJB Bumiputera 1912,
PT.Asuransi Bangun Askrida, PT. Jamsostek (Persero), PI. Reasuransi In-
ternational Indonesia, PT. Reasuransi Nasional Indonesia, PT. Pruden-
tial Life Assurance, PT. Asuransi Kredit Indonesia, PT. Asuransi Wahana
Tata, PT. Maskapai Reasuransi Indonesia, PT. Tugu Reasuransi Indone-
sia, Axioo, Grace Technology Infokom, and Gapensi. We also thank for
the support from TELKOM, and Megaswara during this event. We owe
them also gratitude as well as to Hillsom Information Network, Canada
for sources of support.
Finally, we owe gratitude to all the conference participants for their
contributions to the intellectual discourse during the conference and for
the overall success of GMC.
As closing remarks, Let us say thanks to the Lord Almighty God for
all His blessing on us. Ultimately, I hope that this conference will pro-
duce a wide range of formulation forms which can be used by many par-
ties in order to increase competition, and the ability of Indonesia in par-
ticular as well as other countries.
Jakarta, 28 April 2010
Prof. Dr. E. S. Margianti, SE, MM
Rector of Gunadarma University
Co-Chair International Global Conference 2010
Preface
The conference that should confer "Globalization, Sustainabilityand
Development" conducted jointly by the Indonesian Insurance Institute
or AAMAI,University of Gun ad arm a Jakarta, and the International Global
Management Association, our partner from Canada.
I believe that the conference is very strategic and beneficial to all
of us, because at the present times, many deviations are happening in
several aspects of our life, such as politics, economy, social, cultural, and
also in the area of business management. We do not want to talk about
all aspects of our life, especially politics that is now coloring many media
that we can watch everyday in some newspaper, website and television.
But we will discuss and elaborate management science to improve the
quality of the human and social life.
The Indonesian Insurance Institute is a Professional and Non Profit
Organization that was established since 1987. The initiative of its es-
tablishment was from the Indonesian Insurance Council together with
the Ministry of Finance of the Republic of Indonesia. Our organization
has a very significant role to assist the Indonesian Government to pre-
pare, supply and develop Professionals for Insurance Industry in this
country. Considering this mission, we feel that we have to collaborate
with external parties, domestically and worldwide. Accordingly, in this
esteemed conference, we collaborate with our domestic long-standing
partner, the University of Gunadarma, that has been being our partner
more than 8 years continually in our efforts to develop Insurance Pro-
fessionals, Life and Non Life or General Insurance Professionals in this
country. Within last three years, our organization together with the Uni-
versity of Gunadarma also invited some other universities, such as Per-
banas Economics School in Surabaya, East Java; Pasundan University in
Bandung, West Java; Sriwijaya University, Palembang, South Sumatera
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; and Medan State University, North Sumatera, to develop the members
of our organization through a tele-conference conducted.
In this occasion, the Indonesian Insurance Institute and the Uni-
versity of Gunadarma as Domestic Committee has concured to collabo-
rate with the International Global Management Conference from Canada
that we appraise it as an organization that has been successful in per-
forming similar event in other country.
Especially in the field of Insurance, we will elaborate "World Insur-
ance Stance: Challenge and the Future ofInsurance Industry in Devel-
oping Countries" as the main topic, and this conference will be officially
opened by Mr. Isa Rachmatarwata, M.Math., FSAI, The Director of In-
surance and Financial Institution, Ministry of Finance of the Republic of
Indonesia.
In this substantial conference, we will invite Prof. Dr. Sebastien
Azondekon from the University of Quebec, Canada, as our Central Guest
Speaker. From the domestic region, several Professionals in Insurance
Industry will contribute several topics, as mentioned below:
• Mr. Drs. Hendrisman Rahim, MA, FSAI, CPIE, the President Direc-
tor ofPT Jiwasraya Life Insurance who will present: The trends of
Insurance Business in the future.
• Mr. AdiwarmanAzwar Karim, the President Director of Karim Busi-
ness Consultant who will present: Challenge and the future of Is-
lamic Insurance Industry in Indonesia.
• Mr. Frans Y.Sahusilawane, MBA, ACII, QIP, the President Director
of PT Asuransi Maipark Indonesia who will contribute the theme
on Perspective of General Insurance, especially Earthquake Insur-
ance.
• Mr. Kornelius Simanjuntak, SH, MH, QIP, the President Director of
PT Asuransi Himalaya Pel in dung who will share his experience in
handling General Insurance Business in Indonesia.
• Mr. Munir Syamsoedin, MBA, the Chairman of STIMRA, Institute
of Risk Management and Insurance who will share his ideas on Re-
quired Strategy Approach for Insurance Business in this country.
• Mr. Kasir Iskandar, M.Sc., MBA, FSAI, CPIE, the President Direc-
tor ofPT KISAktuaria who will present the topic on Prediction on
Health Insurance Trend in Indonesia.
• And Prof. Dr. Noor Fuad, MBA, M.Sc., Ph.D., FLMI, AAIJ. FIlS,
a Management Consultant who will perform as the Moderator at
the conference.
Finally, on behalf of the Indonesian Insurance Institute and our partners,
I would like to be grateful to all parties who has contributed and sup-
ported the triumphant of this conference, especially the Management
of PT Iiwasraya Life, the Management of Bumiputera Mutual Life Insur-
ance company, the Management of PT Bangun Askrida General Insur-
ance, the Management of PT Jamsostek State Social Insurance company,
the Management of PT Marein Reinsurance company, PT Reindo Inter-
national Reinsurance company, the Management of PT National Rein-
surance company, the Management of PT Tugu Reinsurance company,
the Management of PT Askrindo Credit Insurance company, the Man-
agement of PT Wahana Tata General Insurance, the Management of PT
Prudential Life Assurance, and other companies who has sent their rep-
resentative to attend this prestigious conference.
I hope that all participants will get the most substantial benefit to
develop our lovely organization, Insurance Industry and also our lovely
country
Thank you very much for your attention and cooperation.
Jakarta, April 26, 2010
The Indonesian Insurance Institute
The Board of Management,
Drs. Hendrisman Rahim, MA, FSAI,AAlJ, QIP,CPIE
Chairman ofthe Indonesian Insurance Institute, Jakarta
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Editorial
Within the conference that should be conducted on this April 28 and
April 29, 2010 in Denpasar, Bali, we will deliberate "Globalization, Sus-
tainability and Development". This conference is conducted jointly by
the Indonesian Insurance Institute or AAMAI, Gunadarma University,
and the International Global Management Association, Canada.
The conference is very strategic and will be beneficial to all partic-
ipants, because we will discuss and elaborate several management as-
pects to improve the quality of the human and social life in the world
especially in developing countries.
The Indonesian Insurance Institute as one of domestic committees
is a Professional and Non Profit Organization that was established since
1987 based on initiative of the Indonesian Insurance Council together
with the Ministry of Finance of the Republic of Indonesia. Considering
the mission of our organization as the Agent of Professional Develop-
ment in Insurance Industry in Indonesia, we feel that we must collabo-
rate with other parties, domestically and worldwide. And accordingly, in
this admired conference, we work together with our long-standing part-
ner, the Gunadarma University in conducting this admired international
conference. We also concurred to work in partnership with the Interna-
tional Global Management Conference from Canada that we appraise
it as a corporation that has been thriving in conducting similar occur-
rences in the past.
In the course of this international conference, particularly in the
field of Insurance, we will elaborate a central theme on " World Insur-
ance Stance: Challenge and the Future of Insurance Industry in Devel-
oping Countries" that would be contributed by our Special Guest Lec-
turer, Prof. Dr. Sebastien Azondekon from the University of Quebec,
Canada.
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5. Ir. B. Munir Syamsoedin, MBA,AAIK(HC), the Chairman of STIMRA
School, Institute of Risk Management and Insurance who will con-
tribute his ideas on Required Strategy Approach for Insurance Busi-
ness. He has very eminent experience in running general insur-
ance corporation and reinsurance company before, and accord-
ingly we can discuss many things related to the activities of man-
aging an insurance business, general insurance as well as life in-
surance.
To comply the comprehension of the participants of this confer-
ence, we proudly invite some domestic experts and practitioners in In-
surance Industry as follows:
1. Drs. Hendrisman Rahim, MA, FSAI, AAIJ, QIP, CPIE, the Presi-
dent Director of PT. Jiwasraya Life Insurance who will share his
prediction on the trends of Insurance Business in the future. Previ-
ously he was the President Director of PT. Reindo, a domestic rein-
surance company, and since last year he is also the chairman of
the Indonesian Insurance Institute. The participants of this con-
ference have opportunity to discuss many things with him.
2. Mr. Adiwarman Azwar Karim, the President Director of PT. Karim
Business Consulting Firm who will present the topic on challenge
and the future of Islamic Insurance Industry in Indonesia. As we
know that Islamic Insurance Business is now becoming popular in
this country, because Islam is the largest part ofIndonesian popu-
lation. The Islamic Insurance Business has been starting since last
ten years in this country.
3. Frans Y. Sahusilawane, MBA, ACII, AAIK, QIP, the President Di-
rector of PT.Asuransi Maipark Indonesia who will share his insight
on perspective of General Insurance, especially Earthquake Insur-
ance. In reality, Indonesia consists of many islands and is in the
volcanic line, and accordingly this topic is very significant to be
elaborated.
4. Kornelius Simanjuntak, SH, MH, AAIK, QIP, the President Direc-
tor of PT. Asuransi Himalaya Pelindung who will share his expe-
rience in handling General Insurance Business in Indonesia. He
is also one of the General Insurance Examiners at the Indonesian
Insurance Institute. We can use this opportunity to discuss many
things on General Insurance aspects.
6. Drs. H. Kasir Iskandar, M.Sc., MBA, FSAI, MHP, QIP, CPIE, the
Managing Director of PT. KIS Aktuaria who will present the topic
on Health Insurance Coverage Outlook in Indonesia. He is also
one of the Life Insurance Examiners, the Indonesian Insurance In-
stitute, and accordingly we can discuss many things related to the
life insurance practices in Indonesia.
In this esteemed conference, I will contribute myself to be the Moderator
at several sessions presented.
I wish that all participants of this conference will get the most gen-
erous benefits as resources to develop our organization, business orga-
nization as well as intellectual corporation.
Thank you very much for your attention and cooperation
Jakarta, April 26, 2010
The Indonesian Insurance Institute
Research and Development Department,
Prof. Dr. H. Noor Fuad, MBA, MSc, PhD, FLMI, AAIJ, QIP, CPIE, FIlS
Department Head
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Abstract
Principle of insurance funds management covers two interre-
lated sides. The first side is to provide protection to individuals
or institutions through some type of financial product portfolios
claims payments which comes from accumulated value of premi-
ums provided by individuals or institutions. The second side is the
use of accumulated funds collected premiums as the major source
of claims and reserves which can be used as source of financing in-
vestment. Analysis of the results of studies and research show that
there are other things outside the financial sector which was very
influential on performance and portfolio investment. This study
aims to investigate more about contribution of management com-
petency, organizational characteristics, and regulation to compet-
itiveness through the investment decisions made by looking at the
return of investment, portfolio investment, and product portfolio
in the insurance industry in Indonesia. Paradigm models devel-
oped in this study based on the model Akinwale and Abiola (2007).
Keywords: investment, management competence, investment
portfolio, product portfolio, return, competitiveness
Workshop on World Insurance Stance: Challenge and the
Future of Insurance Industry in Developing Countries, 2010
Investment decision making model
development the life insurance industry
in Indonesia
(A preliminary research)
Bambang G. Hardianto, SSi., MMSI, Dr. Prihantoro,
Dr. Budi Hermana,
Prof. Dr. Noor Fuad, MBA. All. FSAI, Ate Sumarna, SE
1 Research background
In the insurance industry, the investment is one activity that is very valu-
able contribution in the company's operational activities would further
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affect the level of corporate competitiveness (Pesando, 1974; Oppen-
heimer and Schlarbaum, 1983; Boose, 1993; Smith, 1989; Cummins and
Grace, 1994; Adams, 1995). A study by Pesando (1974) shows that the
investment activities of insurance companies is predominantly affected
by patterns of investment and portfolio policy and macro economic con-
ditions. This shows that the pattern of corporate investment activity is
influenced by corporate investment policies and regulations that apply
(Pesando, 1974).
Other factors that influence the investment activity in the insurance
industry is the investment policies and regulations applied by the gov-
ernment, which is based on various economic indicators such as invest-
ment climate, interest rates, and investment risk (Smith, 1989). Sev-
eral other studies indicates that the investment return is closely related
to various internal factors, such as shape and size of the organization,
which can provide a comprehensive picture of investing (Boose, 1993).
Boose research (1993) also shows that there is influence between the
characteristics of companies with investment returns.
Another factor is the dominant principle of management of insur-
ance funds held by insurance companies (Smith, 1989). The principle
of insurance fund management involves two sides or perspectives are
interrelated. The first is to provide protection to individuals or institu-
tions who claim payment financing comes from the accumulated value
of premiums provided by individuals or institutions. The second is the
use of accumulated funds collected premiums in addition to functioning
as the main source ofthe claim reserves, can also be used as a source of
financing to other financial institutions through the principle of circular
flow of income.
Approach to investment patterns and investment performance has
been done has produced various models of investment evaluation ap-
proaches both from the standpoint of quantitative and qualitative. The
model used a qualitative approach to evaluating investment in the or-
ganization was first introduced by Strauss and Corbin (1990). The re-
sults Straus and Corbin (1990) showed that the level of corporate man-
agement competence plays a very important role in the success of in-
vestment decisions. Another factor that also plays an important role is
social capital, which is one of the major contributions of the research
Straus and Corbin (1990).
Subsequent research will continue the concept and model of the qual-
itative evaluation of investment Straus and Corbin (1990) carried out by
Holland (2001). The results Holland (2001) provide the basis for further
59
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research in developing methodologies and perspectives of investment
evaluation model, by adding variables and management competence in
the economic stability of the financial analysis, such as portfolio assets
and return consistency. This research into the development of basic the-
ories and ideas about behavioral finance in a variety of investment deci-
sions. Researchers are also using behavioral finance concepts in evalu-
ating asset portfolio decision is Harisson and Pelletier (2000). According
to research Harisson and Pelletier (2000) psychological factors, social,
political and religious factors that are intimately associated with asset
portfolio decisions.
Research on behavioral finance by next Ejizu (2002) who adds the so-
cial structure variables such as culture and ethnicity, and religious val-
ues held by organizational management model investment portfolio of
the organization. According to research Ejizu (2002) conducted in Nige-
ria, shows that the factors of social structure provides a very strong in-
fluence on the management decisions in determining the allocation of
investment portfolio and the organization.
Other research in the field of behavioral finance insurance industry
by Akinwale and Abiola (2007). The contribution of research results Ak-
inwale and Abiola (2007) is to introduce a conceptual model of decision
making in portfolio assets. This model shows that the asset portfolio
decisions are influenced by the six factors, namely return consistency,
security, legal and regulatory control, competency of management, as-
sociation and relationship, as well as stable Environment (Akinwale and
Abiola, 2007). In contrast to studies conducted Akinwale and Abiola
(2007), the results of previous studies conducted by Butler & Domian
(1991) mentions that the wealth of investors, investment objectives, at-
titude in the face of risk, and investment horizon are the factors that de-
termine the selection of investments.
Analysis of the results of the study and previous studies that have
described indicates that there are other things outside the financial sec-
tor which was very influential on performance and portfolio investment
(Pesando, 1974; Oppenheimer and Schlarbaum, 1983; Boose, 1993; Smith,
1989; Cummins and Grace, 1994; Adams, 1995; Boose,1993; Strauss dan
Corbin 1990; Holland 2001; Harisson dan Pelletier, 2000; Ejizu, 2002; Ak-
inwale dan Abiola, 2007). 1995; Boose, 1993; Strauss and Corbin 1990;
Holland 2001; Harisson and Pelletier, 2000; Ejizu, 2002; Akinwale and
Abiola, 2007).
The concept of investment decisions involving security, consistency
of return, legal and regulatory control, competence of management, as-
Workshop on World Insurance Stance: Challenge and the
Future of Insurance Industry in Developing Countries, 2010
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sociation and relationship, and stable environtment proved to have great
relevance when compared with the calculation based on risk and ex-
pected return (Akinwale and Abiola, 2007 .) investment activities con-
ducted by the insurance company has are the macroeconomic conse-
quences and the allocation of investment funds (Pesandro, 1974). Since
the return of investment in the insurance industry is one activity that is
very valuable contribution in the company's operational activities, which
in turn will impact on the level of competitiveness companies (Pesando,
1974; Oppenheimer and Schlarbaum, 1983; Boose, 1993; Smith, 1989;
Cummins and Grace, 1994; Adams, 1995), then the knowledge of the
insurance company investment behavior into something that is impor-
tant to be studied. Empirical evidence about the relationship between
investment returns by several factors such as shape and size of the com-
pany (Mike Adam, 1995), and the relationship between assets that are
invested with the characteristics of organizational life insurance com-
panies (Boose, 1993) strengthen the motivation of this research.
2 Research problems
• What form of investment decision-making model that is associ-
ated with competitiveness in the insurance industry in Indonesia .
Problems that will be examined in this research are:
• How did Contribution competency management, organizational
characteristics, and regulation to competitiveness through invest-
ment decisions have been made by looking at the return of invest-
ment' portfolio investment, and its product portfolio in the life in-
surance industry in Indonesia.
3 Research objectives
This research generally want to find a model of investment decisions re-
lated to competitiveness in the life insurance industry in Indonesia. The
main factor to note is that the role of competency management, organi-
zational and regulatory characteristics that are considered as the main
components that affect the investment decision-making processes as-
sociated with competitiveness through investment returns, portfolio in-
vestments and product portfolio.
Workshop on World Insurance Stance: Challenge and the
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4 Theoretical framework
Return generated from investing in the insurance industry is one activ-
ity that is very valuable contribution in the company's operational ac-
tivities would further affect the level of corporate competitiveness (Pe-
sando, 1974; Oppenheimer and Schlarbaum, 1983; Boose, 1993; Smith,
1989; Cummins and Grace, 1994; Adams, 1995).
Operational
Figure 1: Pesando (1974); Oppenheimer dan Schlarbaum (1983); Boose
(1993); Smith (1989); Cummins dan Grace (1994); Adams (1995).
Insurance company investment activities predominantly affected by
patterns of investment and portfolio policy and macro economic condi-
tions (Pesando, 1974). Other factors that influence the investment activ-
ity in the insurance industry is the investment policies and regulations
applied by the government, which is based on various economic indi-
cators such as investment climate, interest rates, and investment risks
(Smith, 1989).
Policy And
Regulation
1. Invesment Patem
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policy
3 Macro Economic
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Figure 2: Pesando (1974) and Smith (1989)
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Approach to the pattern of investment and investment performance
has been carried out to produce various models of investment evalua-
tion approaches both from the standpoint of quantitative and qualita-
tive. The results Straus and Corbin (1990) showed that the level of corpo-
rate management competence plays a very important role in the success
of investment decisions.
Figure 3: Straus dan Corbin (1990)
The results Holland (2001) provide the basis for further research in
developing methodologies and perspectives of investment evaluation
model, by adding variables and management competence in the eco-
nomic stability of the financial analysis, such as portfolio assets and re-
turn consistency. Other empirical evidence about the relationship be-
tween investment return with several factors such as shape and size of
firms conducted by Mike Adam (1995). Previously, studies Boose (1993)
indicate a relationship between the assets invested with the characteris-
tics of organizational life insurance companies.
Organization .•. Asset
Characteristi ,. Invested i!Ii,
»
w.
Figure 4: Boose (1993)
According to research results Harisson and Pelletier (2000), psycho-
logical factors, social, and religious politics are factors that are intimately
associated with asset portfolio decision (Harisson and Pelletier, 2000).
Ejizu research (2002) showed that factors such as social structures cul-
tural and tribal, and religious values held by organizational manage-
ment, providing a very strong influence on the management decisions
in determining the allocation of investment portfolio and the organiza-
tion.
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\
"
Company Form Invesment
And size , Return
Figure 6: Ejizu (2002) dan Hansson & Pelletier (2000)
Research conducted by Butler & Domian (1991) mentions that the
wealth of investors, investment objectives, attitude in the face of risk,
and investment horizon are factors that determine the selection of in-
vestments.
Akinwale and Abiola (2007) shows that the asset portfolio decisions
are influenced by the six factors, namely return consistency, security,
legal and regulatory control, competency of management, association
and relationship, and stable environment.
,------j5. A'sociationAndRalauonship
Figure 7: Akinwale and Abiola model (2007)
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(Markowitz, 1959). namely the determination of investment portfolios
and the optimal return with respect to any risk of the portfolio selection.
The insurance industry, especially the life insurance industry, which col-
lects public funds is a source investment for each company. Obtaining
these funds depends on the product portfolio owned by their respec-
tive insurance companies. This could mean that investment decisions
concerning 3 (three) components, namely the return of investment, the
composition of investment (portfolio) and portfolio of products issued
insurance companies.
Butler & Domian (1991)
Figure 8: Akinwale dan Abiola (2007) Butler & Domian (1991)
Results elaboration done Grace and Klein (1999) mentions that the
market failure in the insurance industry resulting consumer decisions
are not optimal and can improve the regulatory role of market failure
and the resulting inefficiency. The application of the regulation accord-
ing to Grace and Klein (1999) have limitations, because not all the prob-
lems caused by market failure can be overcome with the regulations.
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costs incurred by the restriction rules (regulatory restriction) must be
balanced with the benefits that may accrue.
From the elaboration made by researchers who have been described
previously (Straus and Corbin 1990; Boose, 1993; Mike Adam, 1995; Ejizu,
2002; Akinwale and Abiola, 2007), elements of Competency Manage-
ment, Organizational Characteristics and Regulation (Spulber, 1988) is
3 things that plays an important role in making investment decisions.
With this condition the paradigm model research is partially described
as follows:
Figure 9: Early Model Paradigm
Description:
1. Straus dan Corbin (1990)
2. Boose (1993)
3. Mike Adam (1995)
4. Ejizu (2002)
5. Akinwale dan Abiola (2007)
6. Spulber (1988)
7. Grace dan Klein (1999)
Competitiveness, as explained by Porter (1990), can be defined at three
level: firm, industry and nation. Measures of competitiveness at the firm
level include firm's profitability, firm's exports, and market share (JMOp,
2003). Measures of the competitiveness at the industry level include the
66
Workshop on World Insurance Stance: Challenge and the
Future of Insurance Industry in Developing Countries, 2010
firm's profitability, the industry's trade balance, and the balance of out-
bound and inbound foreign direct investment (JMOp, 2003). While at
the national level, competitiveness means the citizens' ability to achieve
a high and constantly rising standard of living. A high and rising stan-
dard of living for all nasionals can be sustained by the continuous im-
provement of productivity (Porter, 1990).
Competitiveness of a firm is its capacity to achieve its target. These
target are likely to be expressed in a variety of terms depending on the
context (Barney, 2002). Within a macroeconomic perspective, a compet-
itive firm develops and sustains a level of performance that contributes
to the Gross Domestic Produc (GDPl, employment opportunities, and
the wealth of people. The success of competitive firm can be measured
by both objective and subjective criteria. Objective criteria include re-
turn on investment, market share, profit and salea revenue, while sub-
jective criteria include enhanced reputation with customer, supplier, and
competitors, and improve quality of delivered services (Barney, 2002).
Based on the description of the research has been done above, then
the model paradigm for this study are presented in the following picture:
Figure 10: Paradigm Research Model
5 Research object
In this study the research object is made all life insurance companies op-
erating in Indonesia and has a business license from the government un-
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der the law number 2 of 1992, the Business Insurance and Government
Regulation number 73 in 1992, the Organization of Insurance Business.
6 Design research
This research is divided into two parts, namely: the preliminary research
and primary research. Conducted preliminary research to see the con-
tribution of competency management, organizational characteristics, and
regulation of the decision has been made. The primary research con-
ducted to determine the link between decisions made with the com-
pany's competitiveness through the investment portfolio, investment re-
turns, and product portfolio.
This research is descriptive and verifikatif. The research is descrip-
tive research that aims to obtain a description of the characteristics of
variables. Verifikatif research is research that aims to find relationships
between variables through a hypothesis testing.
The concept of descriptive research and verifikatif done to test the
truth of a hypothesis which is carried out through field data collection.
This study aims to test the influence of organizational characteristics,
management competence, and regulations on investment decisions have
been made by looking at the implications for corporate competitiveness
through investment returns, portfolio investment, and product portfo-
lio.
The unit of analysis in this study is the organization of the company,
this research means using the company as the unit of observation. Judg-
ing from his time horizon, this study is cross section, the information of
the population directly empirically collected, in order to know the opin-
ion of the object being studied (Sekaran, 2000; Boudreau, et al., 2004).
7 Population and sample research
Whole life insurance companies and reinsurance operations in Indone-
sia, which became the study population. Until the end of 2009 recorded
144 insurance companies operating in Indonesia, with the composition:
• 46 life insurance companies
• 89 general insurance companies
• 4 reinsurance companies,
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• 5 social insurance company
Criteria for life insurance companies will be sampling in this study in-
clude:
• Companies still operating actively at least from 2005 until 2009.
• The Company has published financial statements and operational
reports from 2005 until the middle of fiscal year 2009.
The selection is done by sampling the data exploration through a va-
riety of sources, and preliminary observations and interviews (prelimi-
nary interviews) with the managers and heads of various departments to
gather information relating to the investment decision-making process.
Observations made in particular to determine the influence of organi-
zational characteristics, management competence, and regulations on
investment decisions have been made by looking at the implications for
corporate competitiveness through investment returns, portfolio invest-
ment' and product portfolio.
8 Type and source of data
Types and sources of data needed in this study consisted of two groups
of data, namely:
1. The primary data obtained from the questionnaires to the Board
of Directors I Head of Division I Head of Department I Manager
Insurance Company
2. Secondary data obtained from Operational Activities Report and
Activities of Life Insurance Companies operating in Indonesia.
Directors I Head of Division I Head of the Department of insurance com-
panies are used as respondents in the research framework to assess the
investment decision-making models relating degan management com-
petence, and organizational characteristics influence the applicable reg-
ulations.
9 Primary data
The primary data used in this study the results of the questionnaire an-
swers given by the Board of Directors I Head of Division I Head of De-
partment I Senior Manager Reinsurance Company I Life Insurance and
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disadvantages of the selected companies in the study. Primary data from
respondents through interviews, either directly or indirectly, by using a
list of questions or questionnaires.
The scope of primary data collected included: (a) Competency man-
agement related to investment decision-making activities, (b) organiza-
tional characteristics that melatar back on investment decisions, and (c)
regulations issued by the government as signposts in decision making
investment.
10 Secondary data
Secondary data used in this study is to form the annual financial state-
ments and operational reports in each company for 3 years of fiscal year
2005 to mid 2009 fiscal year obtained from various sources, including
the Indonesian Insurance Council Report, Report Insurance Directorate
of the Ministry of Finance, and various other sources.
Secondary data used in this study as an additional information to an-
alyze the condition of the insurance industry in Indonesia. The scope of
secondary data include some indicators of the operational activities of
insurance companies, including: the growth of premium, the premium
reserve growth, growth in investment levels, the ratio of return on invest-
ment, and risk-based capital ratio.
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